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Employment Shows Slight Gain 


As an indication of definite improvement in business 
the Secretary of Labor reported on August 23, 1938, that 
40,000 factory workers were returned to their jobs in 
July and that weekly payrolls increased nearly $500,000, 
although factory employment normally declines about one 
per cent and payrolls about four per cent in July. 

The principal increases in factory forces were in plants 
making nondurable goods. In these employment expanded 
over three per cent while employment in the durable goods 
industries decreased 2.4 per cent. Considerable improve- 
ment must take place to make factory employment equal 
to that in July, 1937, because in July, 1938, it was still 
24.6 per cent less and payrolls were 32.7 per cent less. 
In the durable goods industries employment was 35 per 
cent less and payrolls 44.7 per cent less while in the non- 
durable goods industries employment was 14.1 per cent 
less and payrolls 17.4 per cent less. 

However, the improvement in employment and payrolls 
in July, 1938, is significant because 26 states reported 
increases and the decreases were largely concentrated in 
Michigan, Pennsylvania, Ohio, Indiana, and Alabama and 
were due to curtailed operations in coal mines, metal 
mines, automobile plants and establishments manufactur- 
ing machinery or making changes in plant equipment. 

The railroads took on 14,000 men, and the seasonal 
curtailment in 43,000 retail establishments was less than 
the average for the last 10 years. Non-agricultural em- 
ployment usually declines by about 140,000 workers in 
July. This year, however, it is estimated that there was 
practically no change, although the number employed in 
July, 1938, was, of course, much lower than in July, 1937, 
ranging from 3.3 per cent less in hotels to 38.2 per cent 
less in metalliferous mining. The only exception was a 
2.2 per cent increase in the insurance business. 

These figures are for employment in permanent jobs. 
The slack in regular employment has been reduced to the 
extent that 1,160,000 more workers were employed on 
Works Progress Administration projects in July, 1938, 
than in July, 1937. Monthly payrolls were $157,000,000 
greater. On projects financed from regular federal appro- 
priations 23,000 more were employed, owing largely to 
the increase in road construction. The number of workers 
in the Civilian Conservation Corps also increased, raising 
the total in July to 316,000. 

The orders of the government for materials amounted 
in July, 1938, to $36,712,000 on construction projects 
financed by regular federal appropriations, $15,000,000 on 
WPA projects, and $4,619,000 on Public Works Adminis- 
tration projects. 


XUM 


Governor Murphy's Profession of Faith 


By special permission of Fellowship, organ of the Fel- 
lowship of Reconciliation, in which it was exclusively 
published, we reprint in full an address broadcast over 
WJR by Governor Frank Murphy of Michigan: 

“There is an old saying, familiar to all of us, which 
advises briefly, ‘Practice what you preach.’ The Bible has 
paraphrased it in words that should live eternally in the 
minds of all men and in the platform of every political 
party; The words are these: ‘Faith without works is 

ead. 

“The Biblical axiom implies that faith is a good thing 
for men to possess. But it goes on to say that however 
beautiful our faith may be, or however grimly we cling to 
it, it is useless unless it is implemented by action. 

“In other words, mere church-going does not make a 
godly man, any more than high ideals make a statesman. 
Each must practice his faith in his works—the church- 
goer in all his relations with his fellowmen in the work-a- 
day world, the public servant in his administration of 
the affairs of government. As this is true for individuals, 
so it is true for churches and whole governments. 


“The government of Michigan is dedicated to the pur- 
pose of effectuating in this state the new national convic- 
tion that in this ever-changing and perplexing twentieth- 
century world not only is faith dead without works but 
democracy itself is doomed unless our faith in it is backed 
by action. 

“Our faith embraces as a starting point a belief in the 
essential goodness of men, we believe that the overwhelm- 
ing majority of men, regardless of their national identity, 
race, creed, or walk of life, at heart want to do what 
is right and just. We believe this of the Jew and the 
Gentile, the Anglo-Saxon and the Latin, the Frenchman 
and the German, the industrialist and the laborer. 


“Because we have confidence in man’s basic integrity, 
we are able to believe that the democratic way of life is 
fundamentally sound. We share the faith of the framers 
of the Constitution in the average man’s capacity for self- 
government. We have sought to translate into action the 
concepts of equality that Jefferson wrote into the Declara- 
tion of Independence. We believe with Roger Williams 
that every man has the right to be free in his conscience, 
and we abhor the bigotry that would crush a man because 
of the accident of birth. 

“Confident that democracy is superior to any form of 
autocracy, we have a faith that within the framework of 
our political democracy America can achieve economic 
justice. We are convinced that America today has the 
capacity to create a standard of living such as the world 
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has never known. The key to it is buying power in the 
hands of the masses, and the way to give them buying 
power is to guarantee to the farmer and the laborer their 
just share of the national income. That is why we are 
in earnest about a living, annual wage; why we say that 
feverish exploitation of the wage-earner must stop; and 
why we believe that democracy cannot tolerate the con- 
centration of wealth in the hands of a few while millions 
suffer in abject poverty. 

“We believe it to be the plain truth that democratic 
government will perish unless it actually promotes social 
security. Through unemployment insurance it should 
guard the worker and his family against suffering result- 
ing from the loss of his job. It should make such provision 
for the aged that they may spend their last years in reason- 
able comfort and happiness. It should energetically seek 
ways to provide the great mass of people in the lower 
income groups with comfortable, sanitary, and healthful 
housing. It should do these things not merely out of self- 
preservation but because they are the attributes of any 
government possessed of morality and conscience. 

“A third essential of our faith is an unshakeable belief 
in the dignity of human life. We hold the life of a man 
to be a precious thing, given of God for society to cherish 
and protect, not something cheap to be lightly crushed or 
destroyed. Accordingly, we believe in the reformation 
of the transgressor, not in his debasement. We believe 
society owes something to the helplessly afflicted and those 
who are stricken by poverty. That something is not pity, 
it is not merely sympathy, it is sound and kindly care and 
assistance. 

“We believe that an enlightened government will make 
of a corrections system not a punitive organization but a 
non-political agency for the reclamation of men’s souls 
and bodies. It will not permit the prisons to be only 
blocks of cells where criminals are left to repent and rot. 
Tt will so conduct them that they will rebuild broken 
lives, return misguided youths to useful places in society, 
and instill hope and faith where before there was only 
despair and hatred for men. 

“It will administer the institutions for the mentally ill 
in such a way that they will be not insane asylums but 
hospitals where the aim is to treat and cure and not simply 
to isolate the afflicted. It will ensure every one of them 
the chance to return to normal living, but it will not stop 
there. Enlisting the aid of science, it will vigorously seek 
to eliminate the causes of mental illness and in every way 
to prevent its development. 

“These are the lives which society, through government, 
must cherish and rebuild from day to day. The work 
must go on constantly, for the problems appear to be 
never-ending. But there are times of crisis when faith in 
the dignity of human life is especially needed and when its 
lack is particularly tragic. 

“We have seen such a crisis in the depression which 
beset the nation at the start of this decade and from which 
we have not yet recovered. Swiftly and tragically it threw 
millions of once self-supporting citizens into dependency 
on public assistance for the necessities of life, confronting 
them with the certainty of starvation unless government 
came to their rescue. 

“What could the government do? What could any 
humane person, believing in the dignity of every one of 
the lives that were at stake, do in such an emergency? 
What else but give them bread and clothing and shelter 
that they might not suffer from hunger and cold? It 
could do nothing else because in such a crisis a self-respect- 
ing government possessed of a sense of moral responsibility 


for the welfare of those it was created to serve, has no 
higher duty than to safeguard the health and happiness 
of the poor, the humble, and the lowly. 

“There are other crises which severely test the faith 
of government in the dignity of human life—crises such 
as that with which we in Michigan had to deal last 
year. It was not an ordinary crisis. It was probably 
the greatest of its kind in the history of man. Some 
well-meaning people have said it was the work of a few 
individuals in the ranks of labor. Others have laid the 
blame to the policies of the government. But the simple 
facts show that it resulted from the inevitable appearance 
in Michigan’s great auto industry of a labor movement 
that has been growing steadily in this country for many 
years. It was born of the workingman’s natural desire 
to make the world a brighter place for his children, his 
wife, and himself, to get some measure of relief from the 
dreary monotony, precision, and uniformity of mass pro- 
duction. 

“We see no evil in that. The urge to improve condi- 
tions under which men and women labor and _ live 
springs from the noblest sentiments beating in the hearts 
of man. So, in that grave emergency, we refused to resort 
to force—to club and shoot down American working- 
men. We had faith in the dignity of human life. We had 
faith in their inherent goodness and in the inherent good- 
ness of their employers. We asked them to sit down with 
us and talk it over. They did, and the disagreement was 
settled reasonably and sanely. There was no aftermath 
of rancor and hate, there were no fatherless children, no 
widowed mothers left as tragic symbols of the stupidity 
and intolerance of man. 


“Our faith was justified and we intend to keep that 
faith. In any crisis that may come, we will pre-suppose 
blame in neither labor nor the employer. The latter must 
have his rights, and the rights of property must be 
respected. Unless they are, the American system will 
not endure. But the great human fights that mean hap- 
piness to the masses must be given precedence. Unless 
this is done, the whole structure of democracy will col- 
lapse of its own weight. 


“Our faith has one more primary tenet—the belief that 
if government is to serve the whole people truly, it must 
be clean, efficient, and incorruptible. It must despise the 
things that cause men to distrust and hate government 
rather than to see it as their friend. It must disdain preju- 
dice and favoritism, it must scorn to traffic with the 
seekers after privilege and the spoilsmen who see govern- 
ment as a tool for their private enrichment. It should 
fill every position of trust with a man who is not merely 
able and experienced but inflexibly honest and decent to 
the core; it should not be afraid to stand up for a civil 
service that is untainted by politics and means good gov- 
ernment service for the whole public and not merely a few. 
It should look for the ways to make the administration of 
the public affairs efficient and modern in every respect. 

“This has been a troubled decade for the nation. We 
have had more than our share of burdensome care and 
conflict. But the voice of Him whom we know as the 
Prince of Peace has been heard in our community, and 
we have weathered the storm. We want contentment 
and peace and justice among our people, so let us keep 
His counsel in our thoughts. We must let no setback or 
disappointment blind us to our great objectives of social 
and economic justice, nor must we forget that individual 
liberties are never more precious than in a crisis. Let us 
keep our eyes on the rising sun, our feet on the solid 
ground of realism, and in our minds let us hold the deter- 
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mination to back up with constructive works our faith in 
the better life.” 


Recovery and the National Debt 


The persistence of depression and large-scale unem- 
ployment and the steadily mounting debt of the federal 
government have caused greater economic anxiety during 
recent years than at any time in our history. Although 
the United States as the wealthiest nation is capable of 
standing a greater fiscal strain than less fortunate nations, 
it can ill afford to increase its debt any more than is 
necessary to provide relief and encourage recovery. 

Since 1929 the nation has found that business depres- 
sion is quite as devastating as war. If private business 
does not furnish jobs the government considers itself 
faced with the choice between providing relief or work 
and letting people starve. That the “pump priming” pro- 
gram by providing the unemployed with purchasing power 
and by making demands for the material supplied by 
private business has made a contribution to recovery is 
generally recognized. Its ultimate effect remains a matter 
in dispute. 

Prospective recovery expenditures for the period from 
July 1, 1938, to January 31, 1939, are estimated by Busi- 
ness Week (July 16, 1938) at $3,799,000,000. The classi- 
fication is as follows: Works Progress Administration 
$1,528,000,000, Public Works Administration $400,000,- 
000, Civilian Conservation Corps $168,000,000, Social 
Security Board $289,000,000 in grants, direct relief $364,- 
000,000, Farm Security Administration $78,000,000, Na- 
tional Youth Administration $37,000,000, and “other con- 
struction agencies” (including U. S. Housing Authority, 
Navy Department, excluding vessels, War Department, 
Bureau of Public Roads, Bureau of Reclamation, Rural 
Electrification Administration and Treasury Department 
for public buildings) $935,000,000. 

The $1,528,000,000 for WPA projects includes $300,- 
000,000 to be contributed by local sponsors of the projects. 
About 75 per cent of the WPA expenditures will go for 
labor, 14.5 per cent for materials, 9.4 per cent for rentals 
of equipment and space, and 1.1 per cent for transportation, 
communication, etc. These expenditures are expected to 
have a quick effect on business. 

Although the PWA will not be able to spend as rapidly, 
its operations will be spread over a period of two years at 
least. Furthermore, the PWA will spend only 27.6 per 
cent for site payrolls while 53.6 per cent will go for 
materials that will stimulate private industry. The remain- 
ing 18.8 per cent will cover rentals of equipment, con- 
tractors’ profits, overhead, workmen’s compensation insur- 
ance, and miscellaneous costs. Thus it is difficult to esti- 
mate the full effect of these expenditures. 

During the fiscal year ended June 30, 1932, the federal 
government spent only $478,700,000 on public works and 
nothing on unemployment relief. Its total expenditures, 
exclusive of debt retirement, were $4,741,000,000 and its 
revenues $2,005,700,000, leaving a deficit of $2,735,300,- 
000. The federal debt was $19,487,000,000. During the 
fiscal year ended June 30, 1933, only $458,700,000 was 
spent for public works and $359,500,000 for unemploy- 
ment relief ($350,700,000 on direct relief and $8,800,000 on 
the Civilian Conservation Corps). Total expenditures 
were $4,681,300,000 ($59,700,000 less than 1932) and 
revenues were $2,079,700,000, leaving a deficit of 
$2,601,600,000. The federal debt was $22,538,700,000. 

The expenditures on public works and on unemploy- 
ment relief reached a high point in the fiscal year 1937— 
$1,079,400,000, and $2,466,800,000 respectively. How- 
ever, direct relief had dropped from $1,914,100,000 in 
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1935, the high point, to $184,300,000 in 1937. Total 
expenditures in 1937 were $8,001,200,000 and revenues 
were $5,293,800,000, leaving a deficit of $2,707,400,000, 
or $27,900,000 less than in 1932. But the federal debt 
had increased to $36,424,600,000, or $16,937,600,000 above 
1932. Expenditures on national defense had increased 
from $664,500,000 in 1932 to $888,600,000, or $224,100,- 
000, and $2,348,600,000 was spent for veterans’ pensions 
and benefits in 1936 and $1,128,200,000 in 1937, items 
accounting for a considerable part of the increase in the 
federal debt. The regular operating expenditures for the 
legislative, judicial, and executive establishments, includ- 
ing independent offices and commissions, in 1937 were 
$814,700,000, compared with $844,700,000 in 1932. 

In the fiscal year 1938 only $4,593,654 was spent as 
direct relief while $1,472,499,478 was spent for work 
relief and $371,788,238 for public works. Total expendi- 
tures, exclusive of debt retirement, were $7,701,000,000, 
or $300,000,000 less than in 1937. Revenues were 
$6,242,000,000, or $948,200,000 greater than 1937. The 
deficit was $1,459,000,000 as against $2,707,000,000 in 
1937 and $4,361,000,000 in 1936. The federal debt had 
increased to $37,165,000,000. 

Thus the drop in expenditures and the rise in revenues 
gave some ground for believing that “pump priming” had 
been effective enough so that increasing prosperity would 
absorb the unemployed, reduce expenditures, and increase 
revenues to a point where the budget would balance and 
debt reduction could begin. However, the indexes of 
industrial production, factory employment, factory pay- 
rolls and freight-carloadings, all of which in May, 1937, 
had reached the highest point since 1933, began a steady 
decline and in May, 1938, they were 36 per cent, 23.5 
per cent, 34.5 per cent, and 34.4 per cent, respectively, 
below the high point. - 

These developments caused the government to reorgan- 
ize its fiscal program. As a result it is expected that for 
the fiscal year ending June 30, 1939, total expenditures 
will be $8,985,157,600 and that revenues will be $5,000,- 
270,000, leaving a deficit of $3,984,887,600, which is 
$2,525,639,500 more than the deficit in 1938 and $3,035,- 
000,000 beyond the earlier estimate. This will make the 
federal debt over $40,000,000,000, a stupendous sum as 
compared with the $2,678,000,000 at the close of the Civil 
War in 1865 and the $1,000,000,000 (approximately) for 
three decades prior to the World War. At the close of 
the World War (1919) it was $25,482,034,418. During 
the relatively prosperous period to 1930 taxes were 
lowered and the debt was reduced only to $16,185,308,299. 
Larger taxes and greater effort toward debt reduction 
would have put the government in a better position to 
combat depression. 

This $40 billion debt is about $310 per capita. When 
the estimated $19,000,000,000 of state and local debts? 
is added the per capita is raised to $460. 

However, compared with the relative per capita debt in 
Great Britain and France that of the United States is 
light, particularly when the greater wealth and income oi 
the United States are taken into account. In 1937 the 
Twentieth Century Fund in a study of the National Debt 
and Government Credit estimated that in 1936 the per 
capita debt of all branches of government in the United 
States was $388, in Great Britain $8967, and in France 
$4577. At that time the per capita national wealth was 


1Winthrop W. Case. New York 
Times, July 17, 1938. 
2Exclusive of war debts to other nations. The National Indus- 
trial Conference Board estimates that the per capita national debt 
of Great Britain in 1937 was $1,011, and it is rapidly increasing. 


“Our Total Public Debt.” 
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estimated as $2,336 for the United States, $1,881 for 
Great Britain and $1,114 for France. The per capita 
national incomes were $467, $406, and $259 respectively. 

Such comparisons are difficult to make and they are 
constantly fluctuating due not only to the changing amount 
of debt but because the value of national wealth and income 
varies with the amount produced and changing prices. 
Winthrop W. Case® estimates that if allowance is made 
“for local and regional debt in both cases, a federal debt 
for this country of as much as $100,000,000,000 might be 
no more—and no less—in proportion to the size of our 
country than that which Great Britain will be carrying 
by the middle of 1939.” 

Such considerations merely indicate that the United 
States has greater leeway before the size of its debt may 
cause disastrous inflation or other serious results. They 
do not, of course, justify going further into debt than is 
absolutely necessary in order to meet legitimate social re- 
sponsibilities of government. In May, the percentage of 
wholly unemployed in the United States was nearly twice 
as large as in Great Britain and the percentage of partially 
unemployed was seven times as large.* This factor is 
perhaps the most difficult one with which the United 
States has to deal in putting its fiscal house in order. Very 
little has been done basically to further steady employ- 
ment. 


The Profits of Democracy 


When a leading employer declares that “in industry the 
democratic non-class attitude pays, it is good business,” 
he offers an antidote for much of the present day indus- 
trial strife. This statement by Sam A. Lewisohn,* vice- 
president and treasurer of the Miami Copper Company, 
is based not merely on his experience; it is supported by 
a tradition from which Mr. Lewisohn has extracted a 
meaning that has escaped many employers. 

He declares that when we inventory our resources “there 
is one resource that is almost forgotten and too seldom 
exploited. That is the democratic spirit that pervades our 
national life.” He insists that “the outstanding genius of 
this country is that we have liquidated the caste system 
which underlies the social fabric of all Europe and Asia.” 
He points out that this is more obvious to foreign observers 
than it is to us. 


Although he feels that we have “everywhere, a camara- 
derie, a jaunty good nature . . . imbedded in the nature 
of us all,” he insists that business executives must “not 
keep their good nature—their natural American humani- 
tarian spirit—in an air-tight compartment for their social 
life only, but carry it over into their industrial activity” 
in dealing with every aspect of relations with their 
employes. It cannot be impressed too strongly on execu- 
tives, he declares, that they must “scrap” their “economic 
prejudices” and bring to their relations with their 
employes the same “social, humane good nature with which 
they approach their other activities.” 


To Mr. Lewisohn this is “not an impractical ideal” 
because a “democratic attitude on the part of an executive 
has become a real business asset,” one that he “cannot 
afford to be without . . . if he is going to be a success.” 
Experience has proved that executives—from foreman to 
president—may be competent technically but if they insist 
on “maintaining a dictatorial, autocratic attitude” and on 


8 Op. cit. 
4International Labor Review, June, 1938. 
5The Management Review, March, 1938. 


“being stiff martinets instead of democratic leaders” they 
fail to gain the cooperation so essential to successful 
business. 

This is particularly important in businesses which have 
grown too large for one-man ement. To demon- 
strate this Charles P. McCormick, president of McCor- 
mick and Company, Inc., Baltimore, inaugurated a “mul- 
tiple management” plan in 1932 when he succeeded his 
uncle who maintained a one-man régime. He began by 
establishing a “junior board” composed of junior execu- 
tives to consult with and advise the management and the 
board of directors. This proved so successful that a 
“factory board” was established as a clearing house for 
the views of factory workers on management, working 
conditions and employer-employe relations. 

The plan is based on the premise that the primary pur- 
pose of management in the future must be “to build men” 
and that “if the human organization is right, the profit 
will take care of itself.” Mr. McCormick thinks the results 
have been important enough to make them available to 
other business men in the form of a book.® 

Many other experiments in cooperative relations between 
employers and employes substantiate the contention that 
business men should assume responsibility for democratic 
leadership in industry and that such relations offer a 
constructive alternative to the tendency to resort to dicta- 
torial methods. Whether cooperative relations under 
democratic industrial leadership or industrial dictatorship 
will prevail in the contemporary scene hangs in the bal- 
ance. The issue is whether power resting on the sanction 
of willing collaborators is not more to be desired than 
power based on coercion. 


American Policy in the Far East 


Nathaniel Peffer, well-known writer on the Far East, 
explains in Amerasia (New York) for August why he 
thinks American policy in the Far East should be changed 
and what it should be. The reasons for change are the 
way in which “American rights and interests in the Far 
East have been treated with scorn and overtly violated” ; 
Japan’s manner of conducting the war; and the fact that 
America “wants to see Japan defeated.” Until now, the 
writer says, “America’s strength . . . has been cast on the 
side of Japan. . . . If America cannot and will not help 
China, it must cease to help Japan, even where such help 
... follows from normal processes.” As concrete measures 
he suggests relief for Chinese civilians, “a renewed cam- 
paign . . . for individual boycotting of Japanese goods,” 
refusal to sell munitions or important raw materials to 
Japan (which might be done as reprisals for derogations 
of — rights), “unofficial but substantial” credits 
to China. 


Increase in Cost of Living 


On August 21, 1938, the Secretary of Labor reported 
that the cost of living had increased 0.4 per cent from 
March 15 to June 15. Food costs, rentals, and items of 
the miscellaneous group were chiefly responsible for the 
increase while decreases took place in the cost of clothing, 
fuel and light, and house furnishing goods. Average liv- 
ing costs were 1.4 per cent lower than in June, 1937, but 
they were 11.9 per cent higher than at the low point in 
— and 16.4 per cent lower than in Decem- 

r, 


6Multiple Management. By Charles P. McCormick. New 
York, Harper and Brothers, 1938, $2.00. 
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